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B1iLL RATLIFF

The Capitol .
Austin, Texas 78711-2068 Lieutenant Governor of Texas State Senator
512-463-0001 + Fax: 512-936-6700 President of the Senate District {

September 13, 2001

The Honorable Jane Nelson
Texas Senate

Capitol Extension, Room E1.804
Austin, Texas 78701

Dear Jane:

It is my pleasure to appoint you Chair of the Senate Special Committee on Prompt Payment of Health
Care Providers.

As you know, many doctors, their staff, and their patients across the Lone Star State are unduly burdened
as a result of delays in payment from insurance companies for treatment the doctors have provided. [
have charged this committee with evaluating the effectiveness of existing state law and agency rules
designed to ensure prompt payment of heaith insurance claims to providers by insurance companies.
The committee should assess the level of industry compliance with current law and the necessity of
additional enforcement measures. Further, you should determine the factors affecting the timeliness of
reimbursements and make necessary recommendations to improve the process:’

Please submit to my office a copy of your proposed work plan, including the number and locations of
hearings you anticipate holding. In an effort o minimize costs, hearings outside of Austin should be
limited to the minimum required to obtain sufficient public input on these issues.

Attached is a copy of the committee membership and charge. Please do not hesitate to contact me if I
may be of assistance to you as you carry out your duties.

Yours very truly,

Ze
illiam R. Ra

Lieutenant Governor of Texas
WRR/ml
Attachment

cc: The Honorable Rick Perry, Governor of Texas
The Honorable James E. "Pete” Laney, Speaker, Texas House of Representatives
Mrs. Patsy Spaw, Secretary of the Senate
Intenm Committee Distribution List



Bl RATLIFF

Thre Capitol .
Austin, Texas 78711-2068 Lleutenapt Governor of Texas Stale Senator
512-463-0001 = Fax: §12-936-6700 President of the Senate . Distnet |
July 30, 2002
The Henorahle Jane Nelson
Chairman

Senate Special Committee on Prompt Payment
of Health Care Providers

Capitol Extension, Room E1.804

Austin, Texas 78701

Dear Jane:

As you know, testimony presented to the Senate Special Committee on Prompt Payment of Health Care
Providers has led to the discussion of the impact of rising medical malpractice insurance costs on
patient access to health care. The growing evidence that such costs are forcing physicians te curtail or
abandon their practices, leaving patients with reduced access, warrants additional study.

Thercfore, [ am adding an additional charge to the ongoing work of the committee. The committee
shall evaluate the effectiveness of existing state law and agency rules relating to the cutrent medical
professional liability system. The committee should assess the causes of rising malpractice insurance
rates in Texas, including the impact of medical malpractice lawsuits, and their impact on access to
health care. Based on that assessment, the committee should determine the need for corrective action
and make recommendations as neccssary.

Instructions previously given to you regarding interim studies will apply to this charge. Please letme
know if I may be of assistance as you carry out these additional duties.

Yours very trul

illiam R. Ratliff f

Lieutenant Governor of Texas
WRR/ls/nbm

cc:  The Honorable Rick Perry, Govemor of Texas
The Honorable James E. “Pete” Laney, Speaker, Texas House of Representatives
Members of the Senate Special Committee on Prompt Payment of Health Care Providers
Mrs. Patsy Spaw, Secretary of the Senate
Interim Committee Distribution List
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Overview of TDI Rules on Disclosure of Coding, Bundling and
Fee Schedule Information

Source: Texas Department of Insurance

The new rules, effective October 9, 2002, deal with contracting provisions affecting HMOs and
insurers or preferred provider benefit plans relating to coding, bundling and fee schedule
information. The rules require that, upon request from a provider, a carrier must provide
provider-specific information in a level of detail that a reasonable person with sufficient training,
experience, and competence in claims processing can determine the contractual payment amount.

. The information must include:
- a provider-specific summary and explanation of all methodologies that will be
used to pay claims submitted in accordance with the contract;
- a fee schedule;
- any applicable coding methodologies, bundling processes, and down coding
policies, and
- any other applicable policy or procedure used in paying claims.

. Carriers must provide the information:
- under existing contracts, within 30 days after receiving a request; or,
- under new contracts or renewals, along with other contractual materials.

. Providers receiving information under the new rules are prohibited from
- using or disclosing the information for any purpose other than practice
management or billing activities, and
- using the information to misrepresent the Ievel of services actually performed
when submitting a claim under the contract.

. A request may be made by any reasonable and verifiable means, such as e-mail or
facsimile. Insurers may provide the information using any reasonable method that is
accessible by the provider, including e-mail, computer disks, paper, or access to an
electronic database.

. If information is held by a source outside the control of the insurer, such as state
Medicaid or federal Medicare fee schedules, the insurer must explain the procedure by
which the provider may access the external source.

. An insurer that cannot provide the required information due to copyright laws or a
licensing agreement may provide a summary as Jong as it is sufficient to allow the
provider to determine the contractual payment.



Information required to be provided under the rules may be amended, revised, or
substituted only upon written notice to the provider at least 60 calendar days prior to the
effective date of the change.

TDI provided carriers 90 days from the effective date of the rules to meet the new
requirements.

The information provided pursuant to these rules does not constitute verification that the
service provided is a covered benefit. The rules are not intended to dictate the types of
practices, policies or procedures that relate to or affect the claims payment process an
insurer may elect to employ.
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Overview of the Claims Process

Source: Texas Department of Insurance

The claims process begins after a patient goes to a provider (a physician, hospital, or other
provider of medical services):

The provider asks the patient for an insurance identification card to verify coverage and
the type of health plan (group or individual). The provider determines if it is a member of
the plan’s preferred provider network. This information determines how and when the
claim is paid.

If the patient has no health coverage, the provider bills the patient for the full amount.

If the provider is “in-network™ (is a member of the plan’s preferred provider network), the
provider collects the co-pay and the deductible or coinsurance amount. This information
is typically noted on the patients’s insurance identification card, if applicable (most
carriers provide enroliee ID cards, though it is not currently required by statute or rule).
The provider then submits the claim to the carrier for any additional amounts owed in
accordance with the provider’s contract with the carrier.

If the provider is “out-of-network,” the provider bills the patient for the services provided.
The patient then files a claim with the carrier for reimbursement. In some cases, the
provider bills the carrier directly through an assignment of benefits by the patient.

Providers use the UB-92 (institutional provider) and HCFA-1500 (non-institutional
provider) billing statements to submit claims.

Providers submit claims in paper or electronic form. Carriers process paper and
electronic claims differently. It is anticipated that implementation of provisions of the
Health Insurance Portability and Accountability Act of 1996 (HIPAA) in 2003 will result
in increased standardization of electronic claims filing and payment.

Contracted provider claims:

When the carrier receives a contracted claim, it determines if it can pay the claim.

State prompt pay statutes and rules come into play for contracted claims that satisfy the
requirements for a “clean claim.” Clean claim elements are defined by rule and include
appropriately noticed additional elements and attachments. The prompt pay statutes and
rules provide that carriers will process clean claims through one of the following means
within 45 days of receipt:

- Pay the correct amount owed in accordance with the contract;
- Deny the claim with a written explanation to the provider;
- Notify the provider that the claim will be audited, and pay 85 percent of the



contracted rate for the claim; or
- Submit a deficiency notice to the provider stating that the claim is not clean.

The statutory 45-calendar day timeline does not begin until the carrier receives the claim.
Problems arise when a provider cannot establish when or if a claim was received by the
carrier.

If the carrier fails to pay the claim correctly or timely, improperly denies the claim, or
does not follow the audit procedure, the carrier owes the provider a contract penalty or
billed charges. In these instances, the carrier is also subject to an administrative penalty
for prompt pay violations. If the claim is deficient (a clean claim element or attachment
is missing), and the carrier fails to provide the deficiency or pay the claim, only an
administrative penalty applies.

If a carrier decides to audit a claim, the audit must be completed within 180 days. The
carrier collects the additional information necessary to evaluate whether the claim should
be paid and the amount owed. Requests for information often involve sources other than the
physician or provider. Once the necessary information is received, the carrier determines
whether the claim is covered. If the claim is covered the carrier pays the remaining 15
percent of the contracted rate for the claim to the provider. The additional payment must

be made within 30 days of completion of the audit. If the claim is not covered, the carrier
requests a refund of the 85 percent of the contracted rate for the claim previously paid to

the provider. The refund is due thirty days after written notification or exhaustion of any
applicable subscriber or patient appeals.

Non-contracted provider claims:

Fee-for-service (indemnity plans) and PPOs: When there is no contractual relationship
between the provider and the insurer, the insured may make an assignment of benefits to
the physician or provider. This includes instances in which an insured in a fee-for-service
or indemnity plan makes an assignment of benefits to a physician or provider, or if an
insured in a preferred provider plan receives services from a non-network provider and
makes an assignment of benefits. The insurer must pay all benefits payable under the policy
within 60 days after receipt of proof of loss.

HMOs: If an HMO enrollee receives services from a non-network physician or provider
through a referral or emergency services from a non-network physician or provider (no
referral needed), the HMO must make payment to the non-network physician or provider
within 45 days after receiving the claim. The claim must include documentation
reasonably necessaty to process the claim and must be for covered services.

In situations where the enrollee or insured does not make an assignment of benefits or an
authorization of payment to the physician or provider, the HMO or insurer will directly
reimburse the enrollee or insured. The physician or provider can then obtain payment
from the enrollee or insured.
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APPENDIX B.4.

Texas Department of Insurance HMO and
PPO Performance Trends



TEXAS DEPARTMENT OF INSURANCE

HMO and PPQO COMPLAINTS RECEIVED
2000 - 2002 (to date)

Calendar Year/Percentage

2000 Percentage 2001 Percentage  2002* Percentage

HMO
Total complaints received 5,828 8,276 5,307
Total provider complaints received 2,972 51% 5,622 67% 3,642 €69%
Justified provider complaints received 1,933 65% 3,457 63% 1,910 52%
PPO
Total complaints received 3,159 4,221 3,783
Total provider complaints received 2,001 63% 3,238 7T% 3,147 83%
Justified provider complaints received 752 38% 1,130 35% 753 24%

* Received through 11/4/2002

Overall, the number of complaints TDI received from providers as a percentage of all complaints against HMOs
and PPOs has increased.

A complaint is justified if there is an apparent violation of a policy provision, contract provision, TDI rule or Texas
statute, or there is a valid concern that a prudent layperson would regard as a practice or service that is below
customary business or medical practice. Some examples of a justified complaint include the complainant has a
reason to be dissatisfied with how the claim was handled; the amount paid was {ess than it should have been;
the claim was denied when it should have been paid; or, the claim was not handled timely. The percentage of
justified complaints from providers has decreased.
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APPENDIX B.S.

Texas Department of Insurance Provider
Ombudsman Project - Restitution Paid



P10 40 JePaT WSIA UIELSO |l Bul 000'009§ IPUOHIPPE UE 0} 193[qns I SEX3.L YUION O BIESYIESH S BUBY,,

usaq sey siepinoid pue suepisAyd jo saquinu 810) sY) ‘osly “pred siepinoid pue sueRsAYd 10 Jaquinu (810
sy Buonpau suojasay) JaLIED U0 LEL) 2I0W WY LGNS PaAIa0al daey Aew sispiaoid pue suelzishyd awos,

'Z200Z INoybnoJy) apew Jou ale sjuaswAed

*spodai juenbasqns uo paseq paisnipe]|

| T - 00'LIF'E0E 0L B B «SiUBlAES YIpaID Jo JaNe] ellay
00"000°00%'018 |59°025'L1£'9Z$ azT'll 0£°8Z£'602°1L2% [888°S SE'T6)'T09'YS 9SS |} «STINVANOD | dNOYO TV - TYLOL ANVHS
06'000'051'LS |BOVI96ILZIS  (iS4'9 EV'ZES'629°015 |L0E'L 'SZ'IBO'OVO'2S [95P'S dNOYS YNLIV HOd TVIOL
06°696°0L 1L ¥55 YEPZIL968 (8L 20SPR'ePLE  |9ip uennyiises WSW Joj spuauwided eujay - |zjoigng

£1'15626% 018 B vy 'y08'9$ £25 EELpVIGS (187 sannu3 pejebejaqg eulsy - [ejolqng
S6252°056°LIS  £6E'S S0'€99'LLL'6S (00L |06'680°6£8' 1§ |£69'F eujay - _m_oszmd

BSAOGE PApROUL . Z0'po9'est'es 081 SFGER'E9ES 026 . ‘au) ‘ueld ele) )izeH requapnid
8A04E papnjaul vEbZL'I968  |BL TO'SPR'6PLE  |94F SEXS | ULON JO "DUj BIEDYIEIH ST BUIRY
| 9A0ge PRpNiIu)| LBEBE'BIBE 1S ___|syses'eozs 998 "3U| ledyjlesH "M BUIRY
2A0GE papn|ou! B GL'92L'522'1 |59l 89'B6F'2LES (222 BILAWY J0 00 8UBINSU| JEuapn.d YL
00°000°051°1% LY'€GL'09L'28 922 00°G26'260% (206} Auedwon) asuensu| ey eujay
00°000'052" 4% | ¥V'E0E'800% £5¢ 00°L0L'2688 (€2 (PEIOZ'ELS (08T ___Peun - [ejolang
9A0qE POpNU) - Bscoer'iirs (¥ BE£58°29% 192 "0u| ‘sexal o BIE3L)EAH PAIUN
00'000'052' L §Z'509'59% [ SPRPE'ES 6L Auedwon aoueINsSU| aJEIULEEH PajIUN
00°000082' kS [1£°C20'8668 680°1 SLavz'zies  (2ii 9L°55'98L8 (TL6 83104 YIIPSH SEXBLAjRSH BMBIS - elojang
9A0GE papniaul 1661E'88/¢ |08 PPOBE'ACLS |99 "' '80ioyD) YiesH sexa)
00°000'05Z'1$ g1'8Z6'cL$ £ zLBLL'GPS  (80E “0U| "0 SIUBINSU| JJI PUE LI|ESH BUBIS
00°000'052° b8 | 24'857°9€5% 714 0085211z 0% LU0DE'VOZS (¥2Z “07) ssuBInsyj Y)leeH ' BJI7 SJEUN
00°000'0SZ°L$ £8'020°09L'28 L] X 657 LSV 211 LY |EEV PTELYZRES 1821 o i BURLINK - [B1014NS;
2A0qE PapNfou| izezs'gers [Tl £L'95L°P0ES  (S2L) Auedwiod aoueinsu) Yjleay siaoidwz
8AOQE pepnjou| zZavv'erey (e LWLLE4ZS  |00) B Avedwiog souEINsY| BUBWINY
00°000'0SZ' L% 0L°/8F'6E0'LS |9€2 05'68¥'0sS  |90s “au] 'SEXa] JO Ue|d Li|E9H BUBLINK
G0'000'0SZ' LS | LE'OVO'LZE'ZTS i 4 9L L9V 19618 |6ZT'E [FOTLL'GRES  092'L VYNSIO - IBjojang
aA0qe papnoul - 68°v/P'0VBS  (BLYL LLi8s'eels |25 "00 SOURINSUE 8)17 |EJAUSD INDBULOY
St'E66'08 19 22°681°60z¢  |662 o _ sangu3 paiebaleg YNSID

00°000°05Z'L$ ZFBE6'ELL'LE (bhL'L 20'66€'128 602 “OU| ‘SexXa] JO JeSUNESH YNOID
00°000'005°k$ |SI'C00'86F'9S 666 SZELOZ'ES (BOF 89°LI9°062'1$ 165} 5608 - 150Iang
8AOQE papnUl| ] Y'6EY'9ZZ'ZS (091 BY'BEO'PLO1S (598 "2Ul "OWH 1SECD JIND SEXD)
BAOQE PPNV gLLie'o2s  |eg 91'0/6'v8S |19l ___'oul 'OWH SexaL lsemyinog
BA0QE pIpNRLY £€2'S9Z'V023 |68 96'9.¢'298  |eoL U] 'ONH SPUBID oY
00000'005'L$ _ YZE0E'695'28 (€41 88'L6L'6Z1$ |Z0F SEX3| JO PRIIS an|g pUe §s0.7 anjg
00°000°005°s$ | 01'9p5'29PS 243 0E LLE'TOVsS (il 05'891'98 o 158M-JRRI0 - [RICIANG
99°999' 163 ] . Hrsses'zees  |ss S5'89€'S$ &€ ) "Ou| 'sexa JO ue|d Y)esH Bug
89°'009'LYS$ 8Z'96Z'10L$ 6l 08948 ¥ "0 BOURINSU| ARNUY B 8)7 1SRRI
99'999'01L¥3 8r'Eer'es £ 5’2z b Auedwog aoueinsuj aji 1 yyesy E_J
soljjeusd pied pied seypua pied | SdapiAcid pied | sueisAyd s

SARASILIWPY | uonnlSey [j0L | JO JBquINN |B)0L uonnisay | 0 JaquinN | uopmisey | Jo JequinN

Z00Z/¥/L) JO sY

pled uonnsay - 19alocld UBWISPNYGLUQ Japladid
- @dueJInsu] Jo Jusunuedaq sexs]



BAOGE PapNioL

L9608

8LLs

~anoge umu:_o:_

! . 1609948 ] 07 "8U) 811 AYUWBPU} JUSPIACI

6 ¥I6'GELS lg1p B rS'99Z'00LS 65 0'969'se$  |pSE ~ "SU| Y)ESH PUE 3J1] UBILIBWY JUBPIAOL

8A0QE papn|aull §9°996'801% VEE 8 rS'Zor'eas LS SLF95'sZS €87 Auedwor) s0UBINSU| |EIIUSE) [BIUBURUOYD
00'000'065%  :0Z'9¥.L'.59% i) 9. ZL0'C02$

Auedwon aourInsu| 9y AleSaY [enual)

sanfeued pied Pled sapnu3 pied | siepimoid | preg suepsiyd FETITY.Y
sAnensiuIpY | uonnised (2joL | Jo sequinN jejol [ uonmpsay | joJequiny | uonninsey | jo Jequinn
Z00Z/¥/LL 4O SV

PIEd UOIINJIISaY - Joal0ld URWISPNQUIQ JORIADSY
- 92UBINSU| 4O Jusuwedaq sexa)



LA

i £

9z'609°2%

B5E'2

§52'990'v90

48 |85k

oy

90°ZLr'96L°LE

S “B4BD ISIPOIAN
BoLBwyY Jo Auedwog SoUBINSU| paUIqUIO] |

SapNU

Auedwor) souRINSU| 8jny Uep|oD)

sanjeuad

SARBNSIVIWIDY |

uoynysey jejo)

pied

pled saynu3
10 Jaquny [BjoL

pred s18pIAOLd pred

uopnyyssy

10 JaqunpN | uonnysed

BAOQE PRPNIOLL BE BZY TS &t Ly 028'6L8 £€ 620828 91
aroqe papnioul| 72 685 €S [44 SE°20€'0ES Zl 18°'18Z'c$ ol
00°000'05¥$ | L8°IvR'LOLS 0E L9 LS9'LOLS

suelnsiyd
40 Jequiny

Auedwog S0UBINSU) &) USPY UJop

Auedwon agueinsu| yea 1SIPOyIe N

_Emnc._ou souBINSU] SO

S18pQ JUBSUOD §Z UV

Japien

AuBdwio?) 3oUBINSU| SlyaUAY SIUOS

ZTO0ZT/PiLL JO SY

pied uonnpisay - yoeloid UelspNGuIQ Jepiaocad

- 9oueInsy| Jo Juswedeq sexa)



A

1$E8L'TBT 008 SIINVAROD A8

00'000'506'P1$ |£6'EBL LLE'SYS viT've GO PSE'EEr 288 (8L1°8 ZLBLL'COR' 1S |960'ST SHIOHO LNISNOD HOL IVLIOL ONVHD

00°000'0£4'+$ | ¥S'CL9'985'6% A4 i Z16E.'559'9% |18 90'ver'eess |L19'c $H30H0 LNISNQD 62 1ddY J0d V101

00°000'62.'2% |8e'68E LLV'ES Q09'ZL _ Hi9982'890'i$ |£/2'T LLZOV'EOF'ZS | L2201 SHIAUO LNISNOD | -V HOS VL0

00°000'00+'01$ |59°025°LLE'9TS orZ'Ll 80822604173 [289'S SE'Z6L'209'PS (95511 SIINVYANGD L dNOYUD 1TV ¥04 TVLOL
saleuad | pred pled sennu3 pred SJaplacd pred suep|siud Jale)

SAREAISIUIWPY | UCHMIISSY [B}O | JO JAGWINN [E}0) m uonnSay | JORQWNN | uopniisay | Jo Jequiny

200Z1¥ML) JO sY

pled ucinisey - 103f0id UBLISPNQLUQ J8PIACId

- @ouUeINsU| 4o Juswuedeq sexa)



APPENDIX B.6.

Texas Department of Insurance Survey
Regarding HIPAA Administrative
Simplification Requirements and

Electronic Claims Submission
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APPENDIX B.7.

Texas Insurance Population Characteristics



EXHIBIT A

Texas Insurance Population Characteristics
Calendar Year 2000 Estimates

Prepared by Texas Department of Insurance

Total Texas Population

20,851,820

Source: U.S. Census Bureau

Uninsured Citizens

4,486,050

Source: U.S. Census Bureau

Texas Insured Population

16,365,770

Medicaid Enrollees

1,810,000

Source: HHSC Quarterly
Caseload Report:
Medicaid Monthly Average
Enrollment

Medicare Enroliees

2,223,175

Source: Centers for Medicaid and
Medicare (CMS)

CHIP Enrollees as of December 2000

183,550

Source: Texas Heailth and Human
Services Commission, Research
Department

HMO Commercial Fully-Insured Members
(Excludes Medicare/Medicaid/CHIP Mbrs)

2,986,580

Source: TDI HMO Financial
Report — 2000

Fully-Insured Indemaity Insurance
{Includes Group and Individual Plans)

4,080,886

Source: TDI 2000 Group Health
Insurance Survey and U.S.
Census Bureau

Self-Insured Employer Groups
{Includes HMO and Indemnity Plans)

5,081,579

Source: No source for seif-
insured data; estimate calculated
based on known data from
sources above




EXHIBIT B

Fully Insured Health Plan Enrollees Subject to
Texas Prompt Payment Requirements -
Private (Non-Government) Plans

Type of Health Plan Number of Percentage of Individuals
Enrollees Insured Under Private (non-
_government) Plan
HMO - private 2,986,580 25%
PPO - Group Plans 2,359,526 19%
PPO — Individual Plans 1,339,200 11%
Total: 6,685,306 55%

In addition, it should be noted that contracts covering children enrolled in HMOs under the
Texas Children’s Health Insurance Program (CHIP) are also subject to the prompt
payment requirements. As of December 2000, a total of 146,295 children (80% of the CHIP
population) were enrolled in 12 different HMOs across Texas.

Self-Funded Health Plan Enrollees Not Subject to
Texas Prompt Payment Requirements -
Private (Non-Government) Health Plans Only

Type of Health Plan Number of Percentage of Individuals
Enrollees Insured under Private {non-
government) Plans
HMO 632,931 5%
Indemnity/PPO/Other 4,448 648 37%
Group Plans
Total: 5,081,579 42%




APPENDIX C.1.
State Medical Liability Laws
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APPENDIX C.2.
Loss Ratios for the Country and Texas
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APPENDIX C.3.

Map 1 & Table A3: Medical Malpractice Region Boundaries

Exhibit A: Projected Unlimited Cost Per Insured Physician

Exhibit B: Projected Number of Reported Claims Per 100 Insured Physicians
Exhibit C: Projected Unlimited Cost Per Reported Claim
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APPENDIX CA4.
State Board of Medical Examiners
Regulatory Improvements
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APPENDIX C.5.
Chronological History of Medical
Malpractice Actions in Texas



Chronological History of Medical Malpractice Actions in Texas

August 29, 1977: Texas Medical Liability and Insurance Improvement Act, codified as Article
45901 of the Texas Civil Statutes, becomes effective. The article:

Requires any health care liability claim to be filed within two years from the occurrence
of the injury or from the date the medical or health care treatment is completed. Minors
under the age of 12 years have until their 14th birthday in which to file, or have filed on
their behalf, the claim. (Section 10.01)

Caps recovery on a civil health care liability claim against a physician or health care
provider at $500,000. This does not apply to damages awarded to cover the cost of past,
present, or future necessary medical, hospital, and custodial care. (Subchapter K, Section
11.02)

Provides that if the cap in Section 11.02 is invalidated, the civil liability of a physician or
health care provider for all past and future noneconomic losses recoverable by an injured
person or the person’s estate is capped at $150,000, including past and future physical
pain and suffering, mental anguish and suffering, consortium, disfigurement, and any
other non-pecuniary damage. (Subchapter K, Section 11:03)

Provides that the caps in Sections 11.02 or 11.03 shall be adjusted for increases or
decreases in the consumer price index. (Subchapter K, Section 11.04)

January 30, 1985: In Neagle v. Neilson, 658 S.W.2d 11 (Tex. 1985), the Texas Supreme Court
rules that the two-year statute of limitations in Section 10.01 violated the “open courts” provision
of the Texas Constitution (Article I, Section 13) to the extent the statute barred a plaintiff from
bringing a medical malpractice claim before the injured party had a reasonable opportunity to
discover the injury.

May, 11, 1988: In Lucas v. United States, 757 S.W.2d 687, 691 (Tex. 1988), the Texas Supreme
Court rules that the limitations on damages set out in Section 11.02 violated the “open courts”
provision of the Texas Constitution.

September 1, 1989: House Bill 18, enacted by the 71* Legislature, becomes effective. This bill
adds Subchapter N, Section 14.01, to Article 4590i, which sets out the qualifications for an
expert witness in a health care liability claim.

September 1, 1993: Section 3 of Senate Bill 1409, enacted by the 73 Legislature, becomes
effective, adding Subchapter M Sections 13.01 and 13.02, to Article 4590i. This subchapter
requires a plaintiff in a medical malpractice suit to file an affidavit that the plaintiff has obtained
an expert opinion that the acts or omissions of a physician or health care provider were negligent
and the proximate cause of harm to the plaintiff.



September 1. 1995: Senate Bill 25, enacted by the 74™ Legislature, becomes effective. The bill
amends Section 41.008 of the Civil Practice and Remedies Code to limit exemplary damages that
may be awarded against a defendant to the greater of: two times the amount of economic
damages, plus noneconomic damages found by the jury, not to exceed $750,000; or $200,000.

September 1, 1995: House Bill 971, enacted by the 74™ Legislature, becomes effective. The bill:

Amends Section 13.01 to require that a plaintiff in a medical malpractice suit file a
$5,000 bond or place that amount in escrow, for each defendant physician or health
provider, In licu of such bond or escrow, the plaintiff may file an expert report setting out
the manner in which the care provided by a physician or health care provider failed to
meet accepted standards and caused the harm claimed.

Amends Section 14.01 to set out what a court must consider in determining whether an
expert witness is qualified.

Adds Subchapter P to Article 45901, which concerns the determination of prejudgment
interest in medical malpractice suits.

August 24, 2000: In Horizon/CMS Healthcare Corporation v. Auld, 985 S.W.2d 216 (Tex.
2000), the Texas Supreme Court makes the following rulings:

The cap on damages in Section 11.02 does not include punitive damages, which serve the
purposes of deterring and punishing willful or wrongful conduct.

The cap on compensatory damages in Section 11.02 is only unconstitutional as it applies
to claims brought under common-law claim, such as for personal injuries resulting from
medical negligence. However, this cap does apply to causes of action that are not derived
from the common law, but are created by legislative enactment, such wrongful death and
survival claims.

The statutory cap on punitive damages in Section 41.008 of the Texas Civil Practice and
Remedies Code applies to punitive damages awarded in a health care liability claim.

June 27, 2002: In Columbia Hospital Corporation of Houston v. Moore, 45 Tex. Sup. J. 957
(Tex. 2002), the Texas Supreme Court rules that any prejudgment interest awarded under
Subchapter P of Article 4590i is subject to the cap on compensatory damages contained in
Subchapter K.




